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Abstract: 
In the following we will propose an indicator that focuses on physical as well as socio-psychic well-
being.  At its core, this indicator is a modification of Ruut Veenhoven’s concept of Happy Life Years 
and it is called Happy Income. This indicator is constructed on the intention that the socio-economic 
well-being of the people of a nation is based on their income as well as on their subjective evaluation 
of their life. In addition to define the indicator, we will also employ it in order to measure social well-
being in several European countries and to compare the resulting ranking of countries with the 
ranking of the same countries according to the Happy Life Years (HLY) index.  
 
 
 
 
 
   2
1  Introduction 
 
The relationship between happiness and income is one of the key topics in happiness economics.
1 
Starting with Easterlin’s (1974) seminal paper, a great deal of writing is concerned with this topic,  as 
can be seen, for instance, in  Diener and Oishi (2000), Easterlin (1995, 2001), Hagerty and Veenhoven 
(2003) as well as Stutzer (2004). More recently published studies are Caporale et al. (2009) and 
Becchetti and Rosetti (2009). 
 
One of the reasons for looking for a useful and reliable indicator for the well-being of a nation is that 
such an indicator could provide a guideline for policy-making. As it seems, the search for indicators of 
an economy’s material output started as early as in the sixteenth century and went on since then. 
The question on how to measure social well-being – in contrast to take into account material well-
being exclusively - has been answered since the 1970s with the social indicators movement, which 
focused on heteronomous indicators using a top-down approach. The indicators proposed were 
developed mainly by researchers in the social sciences without active participation of the population. 
In the 1990s, research on happiness revolutionized the approach to find out what social well-being 
means and how it is to be measured by asking people how they feel; consequently, the resulting 
indicators may be called autonomous, constructed in a bottom-up approach.
2 
 
 The traditional attempt to concentrate solely on material factors, in order to determine the well-
being of a society, seems too narrow-minded to grasp what makes living in a certain country 
worthwhile. However, the exclusive usage of subjective attitudes as indicators for well-being on the 
macro-level neglects the fact that at least some of human’s basic needs are material and demand a 
sufficient endowment with material resources. In the following we will propose an indicator that 
                                                            
1 An overview on recent developments in happiness economics can be found in Easterlin (2002), Bruni and 
Porta (2007) as well as Frey, Stutzer and Benz (2008).  
2 See Prinz (forthcoming) for a more comprehensive argumentation.     3
focuses on both, physical as well as socio-psychic well-being whereby the first is represented by the 
availability of material resources and the second by subjective life satisfaction (or put differently, 
happiness).  At its core, the indicator is a modification of Ruut Veenhoven’s concept of Happy Life 
Years and it is called Happy Income. This indicator is constructed on the intention that the socio-
economic well-being of the people of a nation is based on their income as well as on their subjective 
evaluation of their life. In addition to define the indicator, we will also employ it in order to measure 
social well-being in several European countries and to compare the resulting ranking of countries 
with the ranking of the same countries according to the Happy Life Years (HLY) index.  
 
The paper is organized as follows: First, Veenhoven’s Happy Life Years index is presented and applied 
to the European countries relevant for this paper. Second, the Happy Income (HI) index is introduced 
by justifying and defining it. Third, the HI index is applied to the same European countries as the HLY 
index. Fourth, the country rankings according to social well-being measured by HLY and HI are 
compared.  The last section of the paper concludes. 
 
2 The concept of Happy Life Years 
 
The concept of “Happiness adjusted life-years” (HALY)
3, “Happy Life-Expectancy” (HLE)
4 or briefly 
“Happy Life Years” (HLY)
5 was developed by Ruut Veenhoven.
6 This approach being the result of 
Veenhoven’s search for an indicator for the well-being of nations.
7 It was developed in analogy to an 
outcome measure in health economics which is called ‘disability adjusted life-years’ (DALY). This 
                                                            
3 Veenhoven (2002), 1146. 
4 Veenhoven (1996), 1 and 29. 
5 Veenhoven (2005b), 335 and Veenhoven (2002), 1146. 
6 Veenhoven (1996), Veenhoven (2005a), 69-70. 
7 See Veenhoven (1996), Veenhoven (2002), Veenhoven (2004), Veenhoven (2005a), Veenhoven (2005b). For 
studies and current data on Happy Life Years see Veenhoven’s terrific World Database on Happiness, 
(http://worlddatabaseofhappiness.eur.nl/).     4
outcome measure counts “the number of years without illness”
8. Equivalently, HLY are meant to be a 
“comprehensive measure of apparent quality-of-life”
9.  
 
In a first step it is to be defined what is meant by ‘happiness’. As, of course, a comprehensive 
discussion of concepts of happiness is not intended here,
10 we simply join Veenhoven who stated:
11 
”Happiness is a person’s overall evaluation of his/her life as-a-whole.”
12 Therefore happiness is 
understood as the evaluation of enduring satisfaction with life-as-a-whole.
13  
 
Empirically, happiness is measured via answers to survey questions like “Taking all together, how 
satisfied or dissatisfied are you currently with your life as a whole?”
14. These answers are 
transformed from the scale used (typically a Likert scale
15) to the 0-1 continuum range.
16  T o  
transform the answers of the European Quality of Life Survey from a 10-Likert scale to the 0- 1 
continuum, the Likert scale value is reduced by one and the resulting value is divided by nine.  
 
 Figure 1 shows the average level of happiness (transformed to the range between 0 and 1).
17 
                                                            
8 Veenhoven (2002), 1146. In an earlier publication, Veenhoven [(1996), 29] states that Happy Life Years are 
modelled on the concept of “Healthy Life Expectancy”. For a general review of the HLY concept’s merits as a 
quality of Life index for National Policy, see Hagerty et al. (2001), 35-37.  
9 Veenhoven (1996), 28. An overview of the problems with composite indicators of quality of life is given by 
Veenhoven (1996), 3-5. 
10 An excellent and easily readable overview on the history of happiness concepts is McMahon (2006).  
11 It is noteworthy to remark that the happiness concept used by Veenhoven is more similar to the notion of 
satisfaction than to that of happiness. But this holds true for large parts of happiness research, especially in 
economics. 
12 Veenhoven (1996), 21. 
13 See Veenhoven (2004), 295-296. 
14 Veenhoven (2004), 297 and Veenhoven (2005b), 335. Similar questions are asked, for instance, in the World 
Values Survey and the European Quality of Life Survey.  
15 See Likert (1932). 
16 Measurement problems with data from self reported well-being are discussed in Veenhoven (1996), 22-28. 
17 In this paper, data from the first (2003) and second (2007) European Quality of Life Survey (EQLS) are used. 
The survey is taken as face-to-face interviews, the sample size was 1.000 persons aged 18 or older (Eurofound 
2005a, Eurofound, no year). In the first EQLS in 2003, data from the then EU 15 states had been collected, the 
second survey contains data from the (since 2007) twenty-seven member states of the European Union plus 
Croatia, Macedonia, Norway and Turkey.   5
 
Figure 1: Happiness 2003 and 2007  
Source of data: Eurofound (2005a); Eurofound (no year), own calculations.  
Note that the countries in all figures are ranked according to their level of happiness in 2003, in 
descending order. 
 
Note that in the following for all of our calculations and comparisons data from the First and the 
Second European Quality of Life Survey are used. These surveys were conducted in the member 
nations of the European Union by the European Foundation for the Improvement of Living and 
Working Conditions (Eurofound) in 2003 and 2007.
18  To further facilitate comparability, only data 
collected in both surveys have been used in the analysis below.
19  
 
One ordinarily used measure for people’s health is their longevity. To assess longevity ex post, data 
from the civil registration can be used while for assessing these data ex ante, i.e. data for persons still 
                                                            
18 Eurofound (2004), Eurofound (2005a), Eurofound (2005b), Eurofound (2008) and Eurofound (n. d.). 
19 These data encompass the EU 25 member states plus Romania, Bulgaria and Turkey, excluding Germany 
(because Germany’s income data for 2007 are missing).   6
alive, estimates on the basis of the numbers of deaths in age cohorts are used.
20 Here the life 
expectancy at birth is employed as it is the most common indicator for the average length of life.
21  
To ensure comparability, the Happy Life Years index was recalculated with the Eurofound data 
instead of taking the values in Veenhoven’s World Data Base on Happiness.
22  The data for life 
expectancy at birth for the countries considered here are presented in Figure 2; they were taken 
from the WHO Reports 2008 (based on 2006 estimates) and 2005 (based on 2003 estimates), 
respectively.
23 
 
 
Figure 2: Life Expectancy at Birth 2003 and 2006. 
Source of data: WHO (2005, 2008). 
 
                                                            
20 Veenhoven (1996), 14. 
21 Veenhoven (1996), 14. 
22 Veenhoven (2009a). 
23Because life-expectancy data for 2007 are not yet available, the 2006 estimates are taken. However, life-
expectancy at birth is a slowly changing indicator so the lack of precision should be acceptable.    7
At its core, the idea behind HLY is to combine the quality of life (called happiness and measured on a 
continuous scale from 0 to 1) with the life expectancy at birth (measured in years), i.e. the time a 
person may be expected to enjoy the happiness of life. These dimensions are multiplied by each 
other, implying an equal weight for the quality and quantity of life. While on the individual level the 
happiness score has to be added on a year by year basis over the entire life-time,
24 on the macro 
level indicators averaged over the whole population for single years can be employed. Veenhoven 
formalises the calculation of aggregated Happy Life-Expectancy as follows:
 25 
 
Happy Life Years = Life-expectancy at birth ∙ 0-1 happiness.         (1) 
 
To illustrate this formalization, Veenhoven gives an example: “Suppose that life expectancy in a 
country is 60 years, and that the average score on a 0 to 10-step happiness scale is 5. Converted to a 
0-1 scale, the happiness score is then 0,5. The product of 60 and 0,5 is 30. So the number of happy 
life-years is 30 in that country. If life-expectancy is also 60 years but average happiness 8, the number 
of happy life-years is 48 (60 x 0,8).”
26 
 
One problem of happiness scales may be that there are no negative values allowed. While there 
might exist personal states with negative values for subjective well-being
27, these may not be 
relevant for two reasons: First, any scale with negative and positive values can be transformed into 
one with only positive ones by shifting coordinates. Second, even if negative values might mean 
different things to people than positive ones with respect to quality of life, such situations may be 
                                                            
24 “A simple method is to express happiness on a range 0-1 and then to weight each year by the average. HALY 
= H1 + H2 + ........Hl where H is average 0-1 happiness in a year, 1 is the first year considered and l the last.”,  
Veenhoven (2002), 1146. 
25 Veenhoven (2004), 304 and Veenhoven (2005b), 335 – 336. In Veenhoven (1996), 29 a somewhat different 
notation is used: Happy life-expectancy = standard life-expectancy ∙ 0-1 happiness. 
26 Veenhoven (2005b), 335. A similar example is given in Veenhoven (1996), 29. 
27 In health economics the existence of negative values of health states is discussed, especially for health states 
which are subjectively valued worse than death. For the discussions of negative health states see e.g. 
Richardson and Hawthorne (2001). In contrast to health economics where death offers itself as a natural point 
of origin, it could be asked whether a similar point zero might be found for happiness research.   8
too rare to have an effect on indicators that are averaged over the entire population. Another 
problem could be that the precise formulation of the happiness questions differs between surveys; 
this might lead to framing effects.
28  To avoid this problem in the analysis presented here, we solely 
refer to the European Quality of Life Survey (EQLS) 2003 and 2007. In this survey, there was one 
question concerning global satisfaction (in 2003: “All things considered, how satisfied would you say 
you are with your life these days? Please tell me on a scale of 1 to 10, where 1 means very 
dissatisfied and 10 means very satisfied”
29; in 2007: “All things considered, how satisfied would you 
say you are with your life these days? Scale from 1 (‘very dissatisfied’) to 10 (‘very satisfied’)”
30) and 
another question concerning happiness (in 2003: “Taking all things together on a scale of 1 to 10, 
how happy would you say you are? Here 1 means you are very unhappy and 10 means you are very 
happy.”
31; in 2007: “Taking all things together, how happy would you say you are, on a scale from 1 
to 10 where [1] means you are ‘very unhappy’ and [10] means you are ‘very happy’.”
32)  Moreover, a 
major point of criticism could also be that the quantity and quality of life enter linearly HLY. This 
implies that there is not such a phenomenon as a diminishing utility of life years or happiness. In 
Becker, Philipson and Soares (2005), for instance, longevity as a quantitative measure of life enters 
the well-being index via a concave transformation. Whether this approach is more appropriate than a 
linear transformation, cannot be decided at this point. 
 
Figure 3 shows the Happy Life Years of the countries under consideration for 2003 and 2007 on the 
basis of the question about global satisfaction from EQLS 2003 and 2007
33 and life expectancy from 
birth using estimates from WHO 2008 and 2005. Note that the indicator combines a cardinal number  
(average life expectancy) with an ordinal indicator (average subjective well-being).  Thereby the 
                                                            
28 See Veenhoven (2005b), 336 fn 4.The relevance of framing effects on decision making was studied first by 
Tversky and Kahneman (1981, 1986).  
29 Cf. Eurofound (2005a), 14. 
30 Cf. Eurofound (no year), 2. 
31 Cf. Eurofound (2005a), 15. 
32 Cf. Eurofound (no year), 2. 
33 The question concerning global life satisfaction is employed as its wording corresponds better to Veenhoven’s 
notion of happiness than the survey’s happiness question.     9
aggregation of the values in form of an arithmetic mean value implicitly assumes an at least quasi-
cardinality of the ordinal subjective well-being data. Whether this assumption is feasible is discussed 
by Ferrer-i-Carbonell and Frijters (2004) as well as by van Praag and Ferrer-i-Carbonell (2008). 
 
 
 Figure 3: Happy Life Years 
Source of data: Eurofound (2005), Eurofound (no year), WHO (2005), WHO (2008). Own calculations. 
 
3  Happy Income  and the Happy Income Index 
  3.1 Welfare theoretical basis 
 
The concept of Happy Life Years misses to get a monetized value for well-being that may facilitate it 
to compare well-being internationally as well as intertemporally. HLY have a composite dimension 
with the measurement unit “life-years times happiness”, i.e. a quality-weighted (expected average) 
life-span. In contrast to HLY, the concept of “Happy Income” as it is developed here captures the   10
dimensions of average physical as well as psycho-social well-being; moreover, its dimension is a 
monetary unit (e.g. Euro). Consequently, HI is a measure of a satisfaction-weighted income. 
 
From the viewpoint of welfare theory, the question is whether the components of HI, i.e. income and 
happiness, should be transformed or not. Suppose that a household’s welfare depends on physical 
and psycho-social well-being.
34 Moreover, imagine that physical well-being is defined by the 
availability of conventional goods ϕ  and psycho-social well-being by the disposability of status and 
relational goods ψ . The household’s welfare function may then look as follows: 
α α ψ ψ ϕ ϕ ψ ϕ
− − − =
1
0 0 ) ( ) ( ) , ( U                     ( 2 )  
with 0 < α < 1. This is a Stone-Geary type of Cobb-Douglas welfare function with  0 ϕ and  0 ψ as the 
required minimum levels of conventional, relational and status goods. Note that the transformation 
of conventional as well as relational and status goods into welfare levels is a concave function. This 
transformation implies that all goods taken into account exhibit decreasing marginal welfare. The 
assumption of decreasing marginal welfare with respect to all components of welfare is quite 
common in international comparisons of well-being, see e.g. Becker, Philipson and Soares (2005), 
Fleurbaey and Gaulier (2007) and as an overview Decancq, Decoster and Schokkaert (2009).   
 
However, this kind of concave transformation is not applied here. First of all, Net National Income 
and its growth may be itself interpreted as a reliable indicator of welfare and welfare improvement 
as shown in recent research on this topic (Asheim and Weitzman, 2001; Heal and Kristrom, 2008; 
Aronsson and Löfgren, 2008). Hence, even if increases of income provide only diminishing increases 
of welfare on the household’s level, this is not necessarily true for a whole country. As it seems, the 
levels of satisfaction show a decreasing trend with increasing national income in cross country 
diagrams for a given point in time. But this does nevertheless not imply that there exists a decreasing 
function that maps increases in national income over time into diminishing increases of welfare, 
                                                            
34 See Lindenberg (1986) for the justification of such a welfare function.   11
satisfaction or happiness (see e.g. Easterlin, 2005). Moreover, Oswald (2008) pointed out that the 
procedure of measuring happiness by subjective reporting does not determine the curvature of the 
reporting function which maps objective reality (income) into subjective feelings (happiness). 
 
Even if increases of national income lead to diminishing increases in national well-being, it is certainly 
not true for happiness itself. In the following we suppose that the question on global satisfaction in 
happiness research motivates persons to state their individual welfare level. From a welfare theoretic 
point of view, the measurement is a mapping h of a vector of objective life circumstances l1, l2, l3, … ln 
of the household into an integer number H that represents positive subjective feeling, i.e. happiness: 
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As a consequence, H (l1, l2, l3,…,ln) may be interpreted as a welfare measure. The problem with the 
measure is that its unit of measurement is not well defined. To make measurements of welfare levels 
comparable to each other, a common denominator is required. A kind of natural candidate for such a 
denominator is national income. This income reflects the level of material development of a country. 
Hence a level playing field transformation of national happiness into a monetary measure of national 
well-being is to multiply H by national per capita income. 
 
One might object that multiplying the happiness indicator H by national income leads to double 
counting of income because the households’ income is certainly part of the life circumstances of 
households and thus accounted for already by H. Of course, household income is evaluated already 
via h in H. However, this is not a valid argument against employing national income as a common   12
denominator of measured national happiness into a monetary unit. As the argument would apply if 
measured happiness was solely or predominantly the mapping of household income into well-being a 
global measure of satisfaction was selected instead of a specific one as e.g. satisfaction with the 
household’s financial situation. 
 
To sum up, there are good reasons to measure national well-being in a comparable way by monetary 
units in the form of multiplying the average level of happiness with national per capita income.  
 
3.2 Construction of the HI indicator 
For the construction of HI, information about a country’s average income and life satisfaction is 
required. In its general form, HI is defined as follows: 
 
t i t i t i H y HI , , , ⋅ =                        ( 4 )  
with  t i y ,  as average income and  t i H , as average happiness in  country i at time t. 
 
Since the measurement unit of HI is money, it can easily be used in cost-benefit analysis, e.g. for 
measuring and comparing outcomes of public policy instruments. Relying on non-monetary 
indicators has the disadvantage that outcomes are not compatible with cost measurements that are 
ordinarily denoted in monetary terms. 
 
For the application here, HI is specified as follows: 
 
Happy Income (HI) = Median equalised household net income ∙ 0-1 happiness             (5) 
 
To explain remains the income measure in equation (5). In the foregoing discussion it was 
emphasised that per capita national income may be used for transforming happiness into happy   13
income on a country’s level. However, the data basis EQLS presents income on a household basis. 
Therefore, the application of the HI concept with EQLS data can be interpreted as based on the 
concept of a representative household. For this reason, the income measure employed is the 
household’s net income by adjusting it for household size by the equalised median net income. In the 
EQLS the OECD’s modified equivalence scale was used.
35 
 
A further restriction for the analysis is also imposed by the EQLS data: Because the absolute values 
for the median equalised net income of households are not yet available for the second EQLS, only a 
HI index can be calculated by the data:  
 
HI Index = Median equalised household net Income (relative level indexed to 100) ∙ 0-1 happiness   (6) 
 
In contrast to the Happy Income indicator which is defined in monetary units or Purchasing Power 
Standards (PPS)
36, the Happy Income Index is a dimensionless number. But comparisons between the 
countries considered here are nevertheless possible on a relative instead of an absolute basis while 
comparisons of Index of countries not included in the EQLS are not possible. 
 
                                                            
35 Eurofound (2004), 57 and Eurofound (2005b), 15. This equivalence scale “assigns a value of 1 to the 
household head, of 0,5 to each additional adult member and of 0,3 to each child”(OECD, no year). 
36 „Purchasing Power Standards (PPS) are an artificial common currency where differences in price levels 
between countries have been eliminated by using Purchasing Power Parities (PPP)”; Eurofound (2004), 6 fn 1.   14
 
 Figure 4: Relative median household net income (Average = 100).  
Source of data: Eurofound (2005), Eurofound (no year), partly own calculations.     
 
Because the index is intended to measure well-being on the level of a country, individual well-being 
plays a role in creating as the base of aggregation only. Nevertheless, also the distribution of income 
may play a major role for well-being in a country. By employing the median (instead of the arithmetic 
mean) equalised household net income, the skewness of the distribution of income was taken into 
account in a very rudimentary way.    
 
Figure 5 presents the Happy Income Index as defined in equation (6). As can be easily verified by 
comparison of Figure 5 and Figure 1 (which shows national happiness in the selected countries), the 
rank-order of countries changed considerably in a predictable way: Since the differences in income 
are more pronounced than the differences in global satisfaction with life and since happiness and 
income are not too strongly correlated with each other, poorer countries loose ranks whereas richer 
ones gain.   15
To analyse the proposed HI indicator further, HI is compared to HLY.  
 
Figure 5: Happy Income Index 2003 and 2007  
Source of data: Eurofound (2005), Eurofound (no year), own calculations. 
 
 
4  Comparison between Happy Life Years and Happy Income Index 
 
In this section, the country ranking according to HLY and HI is compared. Figure 6 presents both 
indicators for the year 2007 for each country. The Spearman rank correlation coefficients for the 
different rankings are 0,8270 for 2003 and 0,8913 for 2007. Obviously the rankings are relatively 
similar but not identical. Since the effective differences of the indicators are between life expectancy 
and income, the correlation between life expectancy at birth and median equalised household net 
income is also calculated; the Spearman rank order correlation coefficients are 0,7744 for 2003 and 
0,7598 for 2007.    16
 
Figure 6: Comparison of Happy Income Index and Happy Life Years 2007  
Source of data: Eurofound (no year) and WHO (2008). 
 
With the theoretical definition of HI in equation (4), the marginal rate of substitution between 
income and happiness can be calculated for each country at each point in time: 
 
t i
t i
t i
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                     ( 7 )  
 
The last line in (7) determines how many income units are needed to compensate for a marginal 
decrease of happiness in country i at time t in order to hold Happy Income at a constant level. This 
concept can easily be presented in form of a diagram and resembles traditional representations of 
indifference curves. In our context here, the resulting curves representing constant levels of Happy   17
Income are dubbed Happy Income-isoquants. In Figure 7, HI-isoquants for Luxembourg, Italy and 
Bulgaria for the year 2007 are shown. These three nations have been chosen for purely illustrative 
reasons as they are top-ranking, middle-ranking and lowest-ranking in Happy Income.  
 
Figure 7: Happy Income-isoquants for Luxembourg, Italy and Bulgaria, 2007. 
Source of data: Eurofound (no year), own calculations. 
 
The same procedure is applicable to the HLY indicator. A theoretical definition of HLY reads as 
follows: 
t i t i t i H l HYL , , , ⋅ =                        ( 8 )  
with   t i l ,  as the average life expectancy at birth in country i at time t.  The HLY-isoquant is defined 
by:   18
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The HLY-isoquant says how many (years, months, weeks or days) of life expectancy are required to 
compensate for a marginal loss of happiness. 
 
Moreover, the use of isoquants renders it feasible  to calculate the marginal exchange rate of income 
and expected life-years on the level of a nation. To see this, divide the marginal rate of substitution 
between happiness and income in (7) by the marginal rate of substitution between happiness and life 
years in (9); the result is the marginal rate of substitution between income and life years: 
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This can be interpreted as a monetary measure for an additional expected life-year at birth. Figure 8 
presents these values for the countries considered here, but in index points and not in Euros. This is a 
consequence of the missing values of the mean equalised household incomes in the EQLS. As an 
example for the interpretation of the values in Figure 8, take Denmark 2003: The value of 1,9458 
means that the value of an additional life-year in this country as a whole is 1,9458 times the mean 
equalised household net income. Multiplying this number by the respective income would give the 
value of an additional life-year in Danish currency (or Euros). 
 
However, it is noteworthy to point to a serious limitation of these values. Any attempt to apply these 
values to individual lives is strictly to dismiss. The only admissible interpretation is that these 
numbers represent values of statistical lives (see e.g. Ashenfelter, 2006; Kniesner and Viscusi, 2005) 
on the level of the respective country.    19
 
Country 2003 2007
Denmark 1.9458 1.6552
Finland 1.9233 1.5758
Ireland 1.8461 1.7784
Luxembourg 2.9697 3.0729
Austria 1.9066 1.8307
Belgium 1.6986 1.7347
Malta 1.6148 1.2580
Netherlands 2.0239 1.7653
Sweden 1.9233 1.4852
Cyprus 1.5896 1.7261
Spain 1.3230 1.3173
UK 2.0944 1.9863
Greece 1.0957 1.2553
Italy 1.8039 1.4981
Slovenia 1.3023 1.3143
France 1.7834 1.6014
Czech Republic  1.1887 0.9238
Hungary 0.9781 0.7595
Romania 0.3918 0.4872
Poland   0.6323 0.6137
Estonia   0.6418 0.7022
Portugal 0.9583 1.0858
Slovakia 0.9255 0.7068
Latvia 0.5896 0.6188
Lithuania 0.5391 0.6041
Turkey 0.4882 0.5016
Bulgaria 0.4140 0.4872
Figure 8: Marginal rate of substitution between income and life-years for 2003 and 2007 in income 
index points per life-year. 
Source of data: Eurofound (no year), own calculations. 
 
 
5  Concluding remarks 
 
In this paper, it is argued that the simple concept of Happy Income may be considered as a 
useful measure to compare the well-being of nations in monetary terms. Instead of using 
more complicated transformations of income and other variables, a quasi-cardinal happiness 
scale is multiplied by a country’s median equalised household net income. Since the   20
happiness scale is interpreted as a transformation of objective life circumstances into 
subjective feelings, the multiplication with median income monetizes happiness on the level 
of the country’s wealth.  
 
The new HI indicator is compared with Veenhoven’s HLY indicator. Despite considerable 
correlations of the rank order of European countries ranked by HI and HLY, both indicators 
seem to be valuable measures of a country’s average well-being. Using HI and HLY, the 
marginal substitution of income and life expectancy for happiness may be calculated. An 
advantage of HI is, however, that also the marginal rate of income-happiness substitution is 
given in monetary units. Furthermore, it seems feasible to calculate a number for the value 
of a statistical life by combining HI and HYL.  
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